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SECTIOH lo SUMMARY OF FAR EAST TRENDS AND DEVELOPMENTS 

The TB ps-oposal for increased Sino«Japaneso trade ^ 

reference to its relationship to the China Md Program can be expected to 
elioit a vehement reaction in China (page S}o 

Chinese Nationalist Goverment fear that all Korea will fall ^ 

nShit and its consequent desire to icsep the US in South Korea until 

iB BBtabll.hB4 toB B»tivatBd rooBnt ChiBssB 

preBsu?o on Ilm Koo and Kim Kyn Slk to support tho South Korsan roetmo 
(page 4)o 

The Department of Stats holds that Siaia- Japanese trade is not inimioal 
to US-Siantese trade (page 4)o 

The shipment of arms and ammunition to Malaya has bec^ 
in Australia^d has resulted in unusually swift oonsid^ation by 
Goiremmsnt of ssans to oiroumvent'bana imposed by left-wing labor unions 

(page 6)« 

A recent Soviet broadcast beamed to Japan implies ihat only 200,000 
more iSSse remain to be repal^iated ^contrasted 
estimai^f 600,000, thus leaving 400,000 umoootmted-for (ps-ge 6), 

AHhouah SCAP»s suggests-on that tl» Japanese adopt legislattoa 
biddi^ISlLs by goveSment worlcers may ^ 

bnrmflS. to Japanese oconomio recovery, loaders of the affected 
bitter over ihe implications of the suggested restriction of presently 

legal activities (page 6)® 


, i5“iS55ii;s’ng 

ao'feitioaa are used? 

(1) Double asterisk —placed at beginning and end of infor- 

mation based solely on "s/s distribution" series® 

(2) Single asterisk («) —to flag item containing "s/s distaribution" 
series o 


(3) "A", "B", or "C" 


■Ijs^or lance, in opinion, of the lirem. 


vrith "A" representing the most important onsso 
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St 5 I.HARf (oontlsHied) 

Tho Chinese Katioml Governraent remains in a procarioiis site^tloa 
(page 8)9 although during tiie past tseelc ttiere have been no significant 
new developments thareatening its overthrowa Kio military outlook 
banking is very gloomy (page 8)* Financially the Government is believed 

to be hopelessly insolvent (page 8)*. 

Burmese Prime Mnisterj Thakin Bu, my risk an attempt to capitalise 
on possible dissension within the Burmese Communist Party by offering to 
include an anti«instn*r0otion ConBaunist in a reshuffled cabinet VPS’S® 

Continuing disturbanoea in Ifelaya may reduce rubber exports in the 
near future (page 11) e 

Tho President of the French-sponsored central governmsnt In Indochina 
admits •weaknesses of his government (pagell). 

Tho extensions by 'the Philippine Government of the deadline 'fpr aiins 
surrender are raising doubts as to the suooeae of amnesty (page ID* 


A recent Aus'brallan-dhineae agreement on Chinese bueiaess^n to 
Aus'bral'.la may represent a modif ioa'bion of ■the "T/Jhite Austoalia policy 
(page o 



SEC^«T 
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SECTION II* DEVELOPMENTS IN SPECIFIED AREAS 


GENERAL 


Inoreqae in Slao» Japanese 



of Sta-te 


"A" 


The Depar'bnent of State has advised US l^bassy Nanking Idiat arrange- 
inents for Increased Sino- Japanese trade would bo desirable. It believes 
that some of the requirements for reoonstruotion projects under the China 
Aid Program to be paid for from EGA funds, e.g. railroad construction or 
other machlmry and spare parts, probably can be obtained at less cost and 
greater speed in Japan t^an in the US or other available sources. In 
addition, increased trade on open account might ta3<e the fom of China ex- 
porting to Japan an increased voltnne of salt, sugar, fruits, Tung oil, egg 
products, minerals, and a portion of vdieat bran fraa EGA vdieat milled in 
Chinas For its part, Japan could ship timber, rayon yam, textile equipment 
and miscellaneous goods. 


The Department believes that the crux of Sino-Japanese trade is iron 
ore and coking coal. Japan can compensate for Kailan (coking) coal by 
supplying Shongtoi with boiler coal and presunably mining timbers for 
Kalian. In addition, redevelopirant of iron ore resources in Hainan ootild 
be explored. The Department recognises the hostility of China to Japanese 
eoonomio developient and stales lhat it should be stressed to the Chinese 
that iron ore and coking coal shipped -to Japan would be a Chinese self-help 
measure, in that -these oommodities are required for the raanufao-bure of 
speoifio stoel produo-ts needed for approved reconstruction projects in China. 


The expansion of Chinese exports of iron ore and coking coal to' Japan 
would be of major aid to Japanese economic rehsbili-fcation® Morecrer, 
availabili-ty of ooking coal and iron ore in China would lessen the Japanese 
neoessi-t^ to procure these commodities Srcm USSR«oontrolled areas, e.g. 
Sakhalin and would correspondingly reduce -the probability of -the Japanese 
economy beotsning So-viet oriented. None-theless, the x^^oposal for such 
Inortased -trade, since it envisages expansion of Japeuiese lieavy Industry, 
can be expeo-ted to elicit a -vehement reaction in China which would undoub-fcedly 
8-tir up further the already noticeable Chinese resen -tment against the China 
Aid Program. 


Generally, expansion of Sino-Japanese -trade would stimulate eoon(mdo 
progress and stability in the Far East. Increase in economic stabili-by 
would mean concomi-tant In^rovement in US seourl-ty Interes-bs. Japanese and 
Chinese eoonomio rehabilitation -would decrease the possibill-by of eoonomio 
tmrest being exploitod by Cevnmunist interests. In addl-tlon to being a 
stabilising factor in the Far East economy, such trade -would lessen the 
drain on US aid funds. 
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GEUBRAL (continued) 

nhinaao Nationalist Goveiurasat feais that all Ko rea vidll f all 
orbit 

Ghinose Nationalist Governramt fear that all Korea rdll fall into the 
Soviet orbit its consequent desire to Iceep tiie US in South Korea 
an adequate mtivo seourity force is established has raotivated recent Chi^s© 
pressure on Kim Koo and Kim Kyu Sik to support the South Korean regim^ This 
pressure was mdmibtedly a contributing factor in the recent statement by 
th© two politioiana viihioh denounced the os-teblishment of a separate rsgme 
in North Korea as a step toward civil The Chinese Consul General in 

Seoul is reported to have delivered a message from Chlang Kal-ahek to both 
Kims, to Rh€ 5 e Syngman, vdiioh took the two Kims to task for actemptiag to 
deal^vith the CoHimuniats controlling North Korea and threatensd to disavow 
all three leaders if they did not join forces in attempting -bo make the new 
South Korean Govenmient a success. Allixough She© claims that he is agreeable 
to including the two Kims in hia government, he has said iiiat their recant 
rather weak and piously-worded statement does not constitute a sufficient 
disavowal of their previous NortJi Korean venture. Despi-te China's generally 
weak international position, it can continue to exert considerable influence 
on South Korean politics due to Ghiang's long standing assoolation with 
present-day Korean political leaders through liie oxiled Korean Provisio^l 
Government in Ohungkiagi and Chim's present strategic position on the U1 
Temporary Commission on Korea* 

Siam-Jgpanese trade hold not inimical to US-Siaroese "A” 

The Department of State, in reply to a warning by the US Ambassador to 
Siam of possible conflicts inherent in the proposed revival of Siam- Japanese 
trade by SOAP, has stated that the development of Siam-Japansse trade is not 
necessarily inlmioal to US trade interests in Siam because* (1) to ooneerve 
scarce dollars, Japan is being encouraged to increase purchases from non- 
dollar areas* (2) revival of Japan's international trade is imporatiTO an 
order to rehabilitate Japan's economy -s^ioh is being mintained by US at 
a high annual cost* (5) it is not anticipated that the developsaent of Siam- 
Japanese trade will interfere with US strategic stock-piling of rubber and 
tin* Bwti (4) if Siam can socinre goods more advantageously in Japan, t^ 
resulinnt savings should enable Siam to purchase goods most economically 
obtained in the NS and other countries, thus stimulating a greater voliane or 
trad© movement. 

The Department's position is represented as entirely in accord with the 
US objective of fostering the general development of international trado on 
a multila-teral basis and permitting equal aeceas by all countries to mrkets 
as well as in line with the US supported ITO Charter and the General Agree- 
ment on Trade and Tariffs* 
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GENERAL (ooxtismed) 

Shiipmetit of ama and aaaauaitlon to llatlaya bepomaa major iogwe in Attatralla ”B** 

The shipment of arms and anummition to Malaya has become a Ba;jor issue 
in Australia and has resulted in unusually svdft oonsideration by the Labor 
Go'vemment of means to oircumvent bans imposed by left«>ning labor unions « 
Informal request from Malaya apparently ha-ro already boon made in view of 
the Goveminent*8 announoemsnt that it will use Air Force planes and na'i^l 
vessels to transport any arms it may decide to ship^ thus circumventing 
union bans* 


The SIDNEY MORIDING I^RALD has reported its view that the present dis^ 
orders were planned at a Ifiarch 1948 meeting of the Indian Communist Parl^, 
held in Calcutta and attended by Australian Communists o According to this 
report^ events in Burma eund the outbreak of widespread stoppages in the 
Australian coal fields ware timed to coincide with the t&tlnv wti uprisingo 

I the Trade t&ilon 

Adviser to t3ie Fedei*ation of Ilalaya believes that the violence in Msilaya is 
being directed through the nmritiuve tmions, mentioning the possibility that 
Ernest Thornton, Communist Secretary of the Australian Federated Iron Workers 
and Eliot V, Elliott, Communist Secretary of the Australian Seamen's ^oion 
are Iray figures in the ohain of direotdona The Seamen's tmion has already 
proolalmed its intent to impose a ban cm shipments of arms to Malaya, a 
development which has been given prominence by ihe Moscow radioe 


The present situation in I&laya, coupled with the hostility enooimtered 
by MoMahon Ball's recent goodwill mission, could result in a reorientation 
of Australia's attitude toward the nationalist movements in Southeast Asia* 
Australia's instantemeous roaotiLon of support for the BK has already been 
compared with her oppositicn to the Dutch in Indonesia, However, it should 
be noted that in the case of Malaya Austaralian interests own about o 33 S 
quarter of the Malayan tin mines and that Singapore is still considered by 
the Australians as vitnl to Australia's security. 
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Industrial production index continues u:-«vrard curve. Prolinlnary fi(;;tirea 
for April" 1948 slioTf tha't t'-e .Ifapanose iricIu'sWrar^Jj'oduction index has 
reached its I'.ii^hest point since tiie be^iiinintj of e 0coupat5.on: 49.7 (the 
base period 1930-34 = lOO). This corvinres v/'th an index of 49.3 in Haroh 
1948 and is a 23.0 percent innroverient over the Jipril 1947 index of 39.9* 

i^GR»8 Japanese repatriation fii-.uros o A 20 July Soviet broadoast to Japan 
Croa'b pains to deny rocoh? reports reijardin^j Japanese POr/s in the 
USSR® The broadcast included t’le stuteiTent* ’’It is sufficient to point out 
that the Soviet people have never even thoii^jlit of usinc tlie 200,000 Jananose 
to fulfill the post-nar Five Year Plan." This statonont certainly Inplios* 
tliat only 800,000 Japanese roraaln to be repatriated v;Moh is a -vastly dif- 
ferent fii^ure fron tlie a >proxira itely 000,000 which US and Japanese officials 
clain are still in IF^SR-doninated areas® The difforenoe of 400,000 botvreen 
the fi^tires is hard to rooonoilo® Should the Soviet broadcast have disro- 
Garded Japanese still in Saldialin and the Kuriles the difference vrould still 
be o-ver 2(X>,000® It is possible tloat tlie USSR may have beou advising Japan 
as to the riaxiiaiun nunber of nationals she may expect to !ia-ve returned® Tlie 
’'difference” rntiy be accounted for by a combination of the followinGi 
(a) deaths in P07/ canpsj (b) need for a luborin^ force; (o) hostaGOS for 
Japan’s fLiture "good behavior”, (d) denyinG Japan trained field and G©neral 
rank officers; (e) holdout troops in Ilanchuria v/ho were nevor sent to 
Siboria® 

SOAP suGC^sts loGal ban on strikes by Japanese Govo^nnont vrorkors ® General 
liaOi'irthur has sTiGGSsiie'd in^ a loVlie'r to lu*0inic3r A •b)iut Japan^s national 

Public Sor-vi-oe Law bo revised to pei-ali-o GO'''^«r’ni‘ient cnpiloyecs who resort 
to strikes and other dis.juto tactics w}iioh tend to impair the efficiency 
of oporationso Tlie tiiftinG of tliis stop inidicates an intention 

to avert by early action the re-occurrence of labor troubles be-fcT.'voen the 
Govornnent uni the ojnployees of state-run instruinontalities (railv;ays, 
oonriunioations, and certain cofimodity nonoplies) where t}iroats of a c®^” 
oral str?.ke ha-ve toioe bei’ore nooessituted SCAP intervention* 

In roGT^onso, the Japanese Go-vt-imnent has* (1) cancelled its aoceutanoe 
of the mediation efforts of the Central Labor Relations Board and (2; bocun 
draftinG a revised law preparatory to call’.nG a special session of the Diet 
to oonsidor its passuG®* 

Pressure to brinG government employees'' vragos more nearly into' line 
with -bhose of private industry has only recently made possible the consol- 
idation of the Governmont employees’ struggle with The disunity 

evident at the time of the Ilaroh communications workers crisis vdien the 
government railway worlors union (GRfTU) under modera-be leadersliip accepted 
the government 2920 yen ivages standard, ended in June vThon lofbists gained 
control of the GRF/U and sivung it into line with tlie other government workers’ 
demands for a 5200 yen .basQo The government on July 16 accepted 
mediation of tliese v/age demands but it insisted that the denands are beyond 
the ability of tlie govtirnrnont to rseet rdthin the recently passed budget 


SEC 
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JAfiAH (Conta) 

wliioh had boon balanood at SCAP's Insiatcnco in toms of a 3791 yen wage 
baaoa Chiofs of the affocted anions are bitter over the implications of 
SCAP*s letter and olmreo tliat tho govornment, in reversing its aocoptonce 
of mediation, is ignoring labor's present legal rights® 

KORRA 


RG^esentations "cy ^Tgahington to I-!o30ovr have failod to brin>~ about aiy 
seTH;j.eTnent of tlie "^oiitliJKoroan quosii'o'n ® As ant'i'oipafed, ”C” 

■feJia frbmlin, in its ropiy ■to the life noVe of ^line 20, has roitorated its 
position that all nationalized industries in North Korea, includJng oleo- 
trio power stations, are under tho direction of bli© Pooplos Comrnittoo of 
Worth Koroa and that furtlior negotiations concerning oleotrio pcKwer should 
therefor© bo oonductod directly with tliat oommitteo® Tliis course of action 
is politically ic^ossible for tho IB since direct negotiations vdth tii© 

Peoples Corvaittoe of North Korea v/ould amount to d« facto US recognition 
of tho Soviet puppot government in Worth Korea® 
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The T>r»oartQ!ttg poaltlQtt of .thP-GMniLfte. IatLlQ»Al reoatne "B” 

unAaprored. The lov state of norale is attested hy reoarrlag runora that 
hl^ Hatlonallst officials hare ettgaged ia peace discussions with the 
Coasanaists. There are increasing indications that the Hational GoremBent, 
no longer confident that it can inprore the situation ia Manchnria and Borth 
Chlnai is giving serioas consideration to a renoral to South China. Eoverer 
such a vithdraval probably would precipitate nilitazy and political dislnte* 
gration throughout Bationalist China. 7or the aonent none of the principal 
Hationaliet leaders appears ready to participate in a aore to force 0hia^(e 
orerthrow. This reluctance is partly based on the fact that Chiaag's 
Ooremaent ip the recipient of US aid, in which they hope to benefit, and 
partly on their fear of piecemeal deetructibn in the event that the Hational 
Goremaent breaks sp. In addition, they realise that despite Chiang*e 
great loss of prestige he still ^Ids in Chinese politics a unique position 
of leadership which none of thei^ can aatch. Some of then renaln hopeful 
that he can be persuaded to delegate authority to coaqietent and forceful 
administrators who will give the Goremmnt new rigor. 

The military outlook of the Hational Goremaent remains jAbb. PesslmisB "A” 
in high Hatlonallst circles compounded with the unrelieved lov morale of both 
the populace and the troops militates against effective employment of avail- 
able resources. Cxirrent widespread Commonlst military activity throughout 
Borth and Central China is seriously threatening the government at Hrnking. 
Despite the fact that the Communist forces in Manchuria, tlwir best, have 
been uncommitted for over three months, the nationalists hare lost an esti- 
mated eighteen divisions In the same period. In Horth China the Communists 
will probably continue to harrass fa Tso-yi at widely separated points, 
forcing him to shuttle his first-line troops from place to place thus vitiating 
his strength, until additional, powerful Communist forces can be brou^t to 
bear upon Fu^s area from the north and the south. Fu will then be forced to 
retire once again into Sulyuan leaving Peiping and Tientsin to the Coamunists 
or to atteupt some sort of an accoamodation with the Commanlsts. In Central 
China, the long-term Comaanlst move to isolate the large body of Bationalist 
troops deployed along the Dunghai railway by stopping all overland communi- 
cations with base areas to the south is moving to fruition. The Communists 
now threaten to isolate the large Hatlonallst military oenter at Bsuehou as 
the Chlnghsien-Balfeng area and Sian have previously been isolated. If 
successful (and indications are that they will be), the ComBunists should 
then be in a position to carry the war southward into the Yangtze Talley in 
force. 

Insolvency of the Hational GoverMient. In an effort to arrive at a "A* 
settlement of the substantial Chinese indebtedness to the Ixport-lmport Bank 
the latter has requested the Central Bank to furnish a oosq)lete and accurate 
financial statement listing all the Government's foreign exchange assets. 
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Such a statement is expected to reach Washington this week. Xt is heliored 
that the Chines® will not attempt to misrepresent their position hy sub- 
mitting padded figures as the US is in a position to rerify rarious holding 
accounts; also China looks to the US as the only country that might help meet 
the cz*isie. This statement will undoubtedly reveal that the National ^vem- 
ment is hopelessly insolvent. Not only is their foreign exchange exhausted, 
hut there are literally stacks of unpaid foreign hills for which the Govern- 
ment hanks are responsible, and unable to meet. 

As the revelation of the Government's financial weakness reaches the 
Chinese public, as it surely will sooner or .later, repercussions on foreign 
exchange notes and domestic prices are likely to have most serious conse- 
quences. 

Shanghai_jieMSpaue.r Bubscriutio ns to AP and Reuters have been ordered "C 
stooped by the Shanghai Newspaper Guild as the result of a long smouldering 
rate dispute. The US-owned "Nvenlng Post" and the British-owned "North 
China Daily News" immediately published notices that they would defy the 
Guild and pay the higher rates demanded by the news agencies. About a year 
ago, the agencies converted their rates to Chinese currency at open market 
rate and at the Guild's Insistence adopted rates based on COL index. As a 
result of the phenomenal decline in Chinese currency and the index link the 
agencies are now receiving a mare US$10 monthly for large papers and as low 
as $3 for small papers. Instead of the original charge of $200 and from 
$50/100 respectively. Since the Guild controls newsprint allocations to 
all papers Chinese publishers feel they are not in a position to defy it. 

There is a possibility of the low rates being enforced by the Guild in an 
effort to drive foreign agencies out of China. 

The production and suunly of strategic materials from Chine tor .US "C* 

stoeknlling purposes should bo a specific undertaking of the Chinese Oovam- 
ment under the China Aid Act, according to State Department instructions to 
the Nanking Smbassy. The Department had desired to incorporate such an 
undertaking in an amendment to the Bilateral Agreement, but in view of strong 
Chinese Foreign Office objections to this coarse, has now Instsructed the 
Embassy to obtain it in the form of an exchange of notes, and if this is not 
possible, the US interpretation of the agreement on this point should be 
presented to the Chinese Government in the form of an aide-memoire for pur- 
poses of the record. This interpretation includes "the promotion of the 
increased production of such materials within Chiim, and the removal of any 
hlnderanees to the transfer of such materials to the USA." 

A prelude to Government suppression of anti-US criticism on Jauan "B" 

policies is indicated by a double attack from the KMT organ CHUNG YANG JIH 
PAD on the TA XUNG PAO's editor who is accused of being a "fellow traveler, 
communist moutt^iece, and anti-US." The TA KUNG PAO has been a leader in 
anti-US building up Japan movement. 
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An early geTiatrlatlon_Qf_4 ftBfiaam^g. Of ynZQVRSk in "C" 

Nanking and Shanghai la seen in a rellehle report of greatly increased hngring 
of clothea and other personal Iteaa hy these persons. 


fhe National Bndget . Beporte froa Nanking announce that the LegislatiTe "B" 
Tnan has approved a CN $900 trillion budget for the last six months of 1948. 
Although the budget for the first half of this year was sot at CN $96 triUlen, 
the Government spent CN $S40 trillion. This deficit was met primarily by 
printing press money. The new budget, which is based on June prices, will 
also end unbalanced unless the Government can curb the Inflation and reduce 
military costs which now amount to 80^ of all expenditures. AlthoTig^ the 
Government hopes to meet the new budget by increasing taxes and customs 
revenue and disposing of Govemment-owned property, those measures are e:qpeoted 
to prove grossly insufficient as in previous efforts. 

The $haag*M »^ Marfc-at y$ $ tetengff Wholesale Price of Nice "C" 

Official "onen* Blaekmarket wv 172 


This week (28 Jul 
Week ago (16 Jul 
Month ago (28 Jun 
Tear ago (23 Jul 


48} 

CN $480,000 

48) 

480,000 

48) 

480,000 

47) 

12,000 


CN $7,300,000 

5.800.000 

2.550.000 

41,000 


CN $ 85,500,000 
30,000,000 

14,500,000 

350.000 
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BTT]7!A 

Government laay offer cabinet p oat to anti-^lnaurreetion GCTarauniat. "B' 

There ‘^e "indications that P^jme Minister Thaklii Nu‘ s Leftist Utiity Plan 
and offer of amnesty may have created some dissension fd-thin the ranks of 
the insurrectionary Burma Communist Party (BCP)« Goshal, possibly sjwmd 
to Than Tun in the Burmese Conamunist hierarchy, is reported to be wi ll i ng 
to accept the Government* s offer, while Than Tun favors fitting to the 
bitter end* Although the insurgents would be weakened by ar^r defections 
vdthln the KJP, the insurrectionary-minded factitm with the aid of dacoits 
would still be capable of carrying on prolonged guerrilla tvarfare, and thus 
continue to keep Burma in a state of turmoil* Nevertheless, it appears that 
Thakin Mu, vho has agreed to r®nain as Prime I finis ter at least until the 
Parliament convenes on 15 August, may risk an attempt to capitalize on ary 
dissension within the BCP by offering to include an anti-insurreetioa Coonunist 
in a reshuffled cabinet* 


raiAYA 

Continuing disturbances may reduc e rubber exports * Th®re may be a re- "B" 
duction in Failayan rubbw exports in the near future as a result oj the con- 
tinuing disturbances. Despite stringent precautionary measures British offi- 
cials fear thet the violence may soon spread to Singapore and fortha- ttoeaten 
the ISalayan econcoy. The undin^ished seriousness of the situation is Indicated 
by: (1) the transfer to Tfalaya of troops from Hong Kong and the HKj (2) the 
outlawing of the Ifalayan Communist Party and several of its affiliated organi- 
zations; (3) the registration of all Ifelayans; and (4) the promises of the 
Labor Government to undertake all necessary measures to restore law and order. 


PRI’IMCH EIDOCHDIA 


G eneral Xuan admits weaknesses in his govemm^t . General Nguyen-van- "B" 
Xuan, presid'^F oT the Frencb-sponsore^ provisional central government of 
Vietnam, apparently is aTinare of distinct weaknesses in his regime. He is 
reported to have stated, during a recent press conference, that his govern- 
ment cannot function properly because: (1) the 5 June Franc o-Vi^narose 
Agreement has not yet been ratified by the French Government; (2) sufficient 
funds to organize the necessary government services are lacking; U; tne 
resistance cannot be crushed by military means, inasmuch as the friendslup 
of the Vietnamese would be lost even thou^ the French might re^ an military 
control. President Xuan argued, however, for continued confidemeJn both 
former Annamite emperor Bao Dai and French Higji Commissioner Bollaert to their 
efforts to satisfy Vietnamese aspirations and at the same time to maintain 
French rights and interests to Indochina. 

PHILIPPIMPS 

Exte nsions of deadline for arms surrender raise doubts as to supc^ss 
of amnesty.’ ‘ "President Quirtoo* s action extending to 31 July the period of 
gr^^e fe tog #iich Hukbalahap and PK?! (National Peasants' Union) members may 


tiBit 
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PHILTP^TTFS (continued) 

present their arms raises serious doubts as to the ultimate success of 
amnesty* Outrino acted after the Huks fa!U.ed to appear for scheduled mass 
presentati<»i8 of arms at some 36 re,f?istratlon stations located tlirou^out 
central and southern Luzon, 

Inis Tarue (Iluk loader and Cmgresaman from Pampanga Province), appears 
optimistic concerning eventual pres^tations of anas and attributes the current 
delay to inadequate eanaramioation, poor transpoi^tion due to the rainy season, 
and too zmich emj^asis on "surrsndw*" of ^'^eapons* (The announced procedure 
calls for legal licensing of firearms ^-ihich have been registered.) On the 
other hand, Philipnine lav/ enforcement and intelllgenee agencies are much 
less sanguine* These circles doubt ttie Huks* good faith and believe that the 
dissidents— hoping for assistance from the rSfH during anticipated hostilities 
with the ITS— are using the period of grace to reorganize for further anasd 
violwce. 

There may be those among ttie Huk Coamunist leadership vdio will refuse to 
accept any terois from the Government* However, available evid^ice suggests 
that the hesitancy of the rank— and— file Huk menbership to present their arms 
and accept amnesty is more liktiy duo to Government Inaction on measures to 
correct agrarian abuses and the Huks* fear of retaliation by private landovaier 
armies— known as ’’civilian guards”— and by the Cmstabulary* Unless some 
mans is devised for overcoming this basic distrust, the Government will be 
forced to eoctend the period of grace b^ond the present 31 July deadline* 

AUSTRALIA 

Australlan-^jhlneae agreement nay represent modification of "TiMte "C" 

Australia” policy , A r^ent Ausiralian-cHinese agreement whlolh' apiMars 
be a flwiiliication of the ”Miite Australia” policy Twovides that Chinese 
businessmen may remain in Australia for 7 years on condition that they 
bring a starting capital of 500 pounds with them. If they wish to emplty 
a Chinese assistant required capital Is 1000 to 2000 nounds. The assistant’s 
period of residence is limits to five years but the agreement provides that 
this may be extended for anothw five upon application to the Australian 
authorities* 
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